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SUBJECT: ASSESSMENT OF INVESTMENT, TAXATION AND EXPROPRIATION 
TRENDS IN THE ALUMINUM/BAUXITE INDUSTRY 

REF: A) STATE 145450; B) MOSCOW 7789 (NOTAL) 

1. FOLLOWING ARRIVAL MOSCOW JULY 14, KAISER INDUSTRIES 
CHAIRMAN EDGAR F. KAISER AND OTHER LEADING KAISER EXECUTIVES 
HAVE BEEN NEGOTIATING WITH SOVIET AUTHORITIES ON PRICES OF 
ALUMINA SUPPLIED TO USSR BY KAISER THROUGH PHILIPP BROTHERS 
DIVISION OF ENGELHARD MINERALS. IN MEETING WITH AMBASSADOR 
JULY 16 KAISER COMMENTED THAT AMONG INTERNATIONAL SUPPLIERS 
ALUMINA/ALUMINUM ALL BUT ONE HAVE AGREED PAY GOVERNMENT OF 
JAMAICA IMPOSED HIGHER TAX RATE RETROACTIVE TO 1 JAN 1974. 

LONE EXCEPTION, KAISER, WILL PAY HIGHER RATE AS OF 1 JUNE 

74, WHEN NEW GOJ MEASURE IMPOSING TAX BECAME LAW. 

2. KAISER GROUP HAS BEEN SPECIFICALLY RENEGOTIATING WITH 
RAZNOIMPORT CHAIRMAN IVAN A. RUSSOV PRICE OF 50,000 TONS 
ALUMINA ALREADY CONTRACTED FOR DELIVERY TO USSR THIS YEAR. 

SO FAR KAISER HAS RESISTED RUSSOV DEMAND THAT COST INCREASE 
BE SPLIT EQUALLY BETWEEN US AND SOVIET SIDES (GIVEN 
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TERMS WOULD COMPEL KAISER TO ABSORB MORE THAN EQUAL SHARE 
OF DOLS 10 MILLION ADDITIONAL COST RESULTING FROM TAX RISE). 
EMBASSY HAS NOT SUCCEEDED IN OBTAINING ANY FURTHER INDICATION 
OF SOVIET ATTITUDE TOWARD IAMAICAN ACTION. 

3. NO US OR OTHER FOREIGN ALUMINUM COMPANIES HAVE OPERATIONS 
IN SOVIET UNION, BUT AS REPORTED REF B AND PREVIOUS, KAISER 

IS LEADING CANDIDATE TO BUILD LARGER OF TWO PROJECTED MAJOR 
ALUMINUM/ALUMINA COMPLEXES IN USSR. KAISER PROPOSAL 
INCLUDES ONE MILLION TON/YEAR ALUMINA PLANT, 500,000 TON/ 

YEAR ALUMINUM SMELTER AND 250,000 TON/YEAR ROLLING MILL. 
NEGOTIATIONS FOR CONSTRUCTION CONTRACTS ARE PROCEEDING AT 
NORMAL PACE, AND KAISER HAS RECEIVED NO HINT OF ANY CHANGE 
IN SOVIET INTENTIONS AND NO INDICATION THAT JAMAICAN ACTION 
HAS ALTERED SOVIET PLANS, ALTHOUGH DISCUSSIONS ON DETAILS 
OF FINANCING HAVE YET TO FOCUS ON RAW MATERIAL PRICES 
(PROJECT CONTEMPLATES SOVIET PURCHASE FROM KAISER OF ALUMINA 
FOR PROCESSING IN COMPLEX). BECAUSE NEGOTIATING FRAMEWORK 
INCLUDES UNDERSTANDING THAT KAISER INVESTMENT WOULD BE 
REPAID IN PLANT OFFTAKE (UP TO 30 PERCENT OF OUTPUT FOR 
10-15 YEARS OR LONGER) IT APPEARS LIKELY THAT PRODUCT OF 
NEW COMPLEX WILL BE EXPORTED. ASSUMING SATISFACTORY CONCLU- 
SION OF CONSTRUCTION, FINANCING AND OTHER CONTRACTS FOLLOWED 
BY SUCCESS IN ACTUAL CONSTRUCTION OF PLANT FACILITIES, 

AT LEAST A PORTION OF KAISER'S SHARE OF OUTPUT SEEMS LIKELY 
TO REACH U.S. MARKET, PERHAPS BY 1979-1980. 

4. SOVIETS EXPECT THAT SECOND ALUMINUM PROJECT WILL BE 
UNDERTAKEN BY PECHENEY. AS CURRENTLY PLANNED, THIS WOULD 
UTILIZE ALUMINA IMPORTED FROM GUINEA TO FEED A 500,000 TON/ 

YEAR ROLLING MILL. REPAYMENT OF CONSTRUCTION COSTS WOULD 
BE MADE BY ALLOCATING UP TO 50 PERCENT OF OFFTAKE PER YEAR 
TO PECHENEY. NEGOTIATIONS ARE UNDER WAY BUT NO CONTRACTS 
HAVE YET BEEN CONCLUDED. 

5. AS SOVIETS HAVE INITIATED PLANS DESCRIBED ABOVE AND 
WILL BE OWNERS OF COMPLETED FACILITIES, LOCAL GOVERNMENT 
ATTITUDES ARE POSITIVE. STOESSEL 

CONFIDENTIAL 



NNN 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ALUMINUM, BAUXITE, ECONOMIC REPORTS, BUSINESS FIRMS, INVESTMENTS, INCOME TAXES 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 17 JUL 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: garlanwa 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974MOSCOW11055 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D7401 92-0485 
From: MOSCOW 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740742/aaaabjkn.tel 

Line Count: 98 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: A) STATE 145450: B) MOSCOW 7789 (NOT, AL) 

Review Action: RELEASED, APPROVED 
Review Authority: garlanwa 
Review Comment: n/a 
Review Content Flags: 

Review Date: 10 JUN 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <10 JUN 2002 by boyleja>; APPROVED <25 JUN 2002 by garlanwa> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ASSESSMENT OF INVESTMENT, TAXATION AND EXPROPRIATION TRENDS IN THE ALUMINUM/BAUXITE INDUSTRY 
TAGS: EMIN, EFIN, EIND, OTRA, UR, KAISER INDUSTRIES, (KAISER, EDGAR F) 

To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




